Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



Message Text 



UNCLASSIFIED 

PAGE 01 TEL AV 05725 201I32Z 
46 

ACTION NEA-I2 
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E 0 1 1652: N/A 
TAGS: ELAB, ECON, IS 

SUBJECT: COST-OE-LIVING ALLOWANCE (COLA) APPROVED 

1. HISTADRUT AND MANUFACTURERS' REPRESENTATIVES SIGNED AGREEMENT 
JULY 18 TO PAY COLA AS FROM JULY I, AT RATE OF 10.3 PERCENT 

OF BASE PAY PLUS SENIORITY AND FAMILY ALLOWANCES, UP TO LEGAL 
MAXIMUM OE IL 700 (DOES 167) PER MONTH. HENCE MAXIMUM MONTHLY 
COLA PAID WILL BE IL 72.10 (DDLS 17.17) TO PERSONS EARNING 
IL 700 OR MORE. 

2. AGREEMENT WAS REACHED FOLLOWING PUBLICATION OF CONSUMER PRICE 
INDEX (CPI) FOR JUNE, SHOWING SMALL RISE OF 0.3 PERCENT THAT 

MONTH. RISE DURING FIRST SIX MONTHS OF 1973 HAS TOTALED 1 1.3 
PERCENT. COMPARATIVELY SMALL INCREASE DURING JUNE OWED LITTLE 
TO PRICE FREEZE IMPOSED JUNE 25, WHICH CAME TOO LATE TO HAVE MUCH 
IMPACT ON JUNE PRICES. CREDIT BELONGS TO SUBSTANTIAL SEASONAL 
DECLINE IN FOOD AND VEGETABLE PRICES. HOWEVER, THIS IS LESS 
FAVORABLE THAN IT SOUNDS: IN SEVEN OF LAST TEN YEARS CPI HAS 
ACTUALLY DECLINED IN JUNE. RESULT THIS YEAR IS INDICATOR OF 
POWERFUL INFLATIONARY FORCES OPERATING IN ECONOMY. NONETHELESS, 
RATE OF INFLATION IN SECOND HALF OF 1973 
SHOULD BE LESS THAN IN FIRST HALF. 

3. COMMENT: MIDYEAR COLA IS FIRST PAID IN ISRAEL SINCE 1965, 

WHEN SEMINNAUAL ADJUSTMENTS WERE DONE AWAY WITH IN FAVOR OF 
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ANNUAL COLA. FINMIN SAPIR HAS NOW PUBLICLY CONCEDED 
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THAT SUPPLEMENTARY BUDGET WILL BE REQUIRED THIS EISCAL YEAR 
(AETER ELECTION), TO COVER UNBUDGETED WAGE INCREASES AND SOARING 
COST OF PRICE STABILIZATION SUBSIDIES. (BANK OF ISRAEL GOVERNOR 
HAS JUST PUBLISHED REPORT ON RISE IN MEANS OF PAYMENT, MANDATORY 
WHENEVER INCREASE EXCEEDS 15 PERCENT WITHIN ONE YEAR.) COLA AND 
SUPPLEMENTARY BUDGE, AS WELL AS COLA TO BE PAID EEFECTIVE 
JANUARY 1, 1974, ARE CERTAIN TO ADD SUBSTANTIALLY TO 
DEMAND PRESSURE. 

BUTTON 
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